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alternatives open to the peasants are to improve their
produce or to give up the industry. To improve the
produce, as I have shown, is not only a matter of
technical improvement but also a matter of social
reorganization. Even this is not enough. A success-
ful reorganization of rural industry depends ultimately
on the prospects of industrial development in China.
The present analysis is a warning to reformers who
tend to underrate the force of international capitalist
economy.

If there is no immediate recovery of rural industry,
the peasants will be forced to adopt the second alter-
native. They will in despair give up their traditional
source of income, as has already happened in the weav-
ing industry. If the labour released from the doomed
domestic industry could be used in other productive
activities, the situation would not be so desperate,
It must be recognized that in industrial development
there are certain industries which it may not be
advisable to retain in the village. But in so far as
there is no new occupation to take the place of the
old, the waste of labour will mean a further reduction
in family income,

As their income is diminishing and as there is no
hope of immediate recovery, the peasants can naturally
only resort to a corresponding reduction of expenditure.
In expenditure, as the Chinese peasants are concerned,
there are four categories: necessary daily account,
periodical ceremonial expenses, capital for production,
and interest, rent, and tax. As we have seen, the
villagers have already suspended ceremonies as for as
possible, and even sold their rice reserve when neces-
sary. It appears that the most rigid category is the
last one. If the people are not able to pay their ever-